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SUMMARY 


The year 1973 saw further contraction of Guyana's economy. 
Weather conditions seriously affected rice and sugar production 
as well as bauxite mining. The energy crisis added to Guyana's 
economic woes, as inflation was felt throughout the economy. 
Heavy government expenditures resulted from a large pay increase 
for civil servants, and attempts to move forward with the new 
development plan. Unemployment remained high, and new private 
investment dwindled to a record low of $18.2 million. 


Despite inflation and the economy's poor performance in 1973, 
there are visible signs of progress in Guyana. Government- 
funded projects have resulted in additional and improved infra- 
Structure. Moreover, with increased production in sugar, bauxite 
and rice as well as increased export prices, the economy should 
become more stable in 1974. The most promising prospects for 
growth lie in the agricultural sector, and in natural resource 
development. Opportunities for trade in heavy equipment and 
machinery will continue to exist as the country's development 
plan is realized. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


The beginning of 1974 found Guyana's economy in a state of decline. Serious 
export shortfalls, continued high consumer demand for more costly imports, 
and extraordinarily high current expenditures by the government during the 
previous year combined to bring about a financial crisis which lasted about 
Six months. In addition, steep increases in the cost of fuel, all of which 
is imported, exacerbated the effects of poor economic performance which 
drained reserves to dangerously low levels by the end of 1973. 


Chronic unemployment and underemployment continued, as little or no labor- 
demanding fixed investment occurred during the past year. Official estimates 
of unemployment are 15%, but in terms of potential contribution to Gross 
Domestic Product, the figure is more likely closer to 25%. Paradoxically, 


as in lesser developed countries elsewhere, there is a shortage of skilled 
and semi-skilled labor. 


Net foreign capital transfers in 1973 were $27 million, less than half the 
level anticipated in the 1972-1976 Development Plan. Moreover, despite 
import bans and higher taxes, imports of consumer goods remained at the 
same level as 1972. The propensity to consume continues to average about 
90%. Gross private investment in 1973 was down 19% at 1972 prices. Public 
capital expenditure, however, reached an all-time high of $54 million, more 
than 18% of GNP. Due to this heavy public investment, Gross Capital Forma- 


tion increased by 14% in real terms. It is not known how much of this was 
replacement capital. 


Emergency Restrictions - - - In reaction to the deteriorating economic 
state, the government took steps early in 1974 to stem the outflow of 
foreign exchange. Among them were additional bans on non-essential imports 
(primarily consumer goods), restrictions on foreign travel by limiting 
export of currency, prohibition of domestic borrowing by expatriate firms 
and restricting overall lending by private banks to December, 1973 levels. 
These actions were followed by the imposition of prior import licenses on 
all goods including those from Caricom. The government has approved 
blanket licenses on essential items such as spare parts, educational 
material and medicines, facilitating entry of these without undue delay. 


Thus far, the licensing system has not been used in a discriminatory 
manner. 


In conjunction with these steps, the government pushed ahead with its 
program of self-sufficiency to "feed, clothe, and house the nation by 1976". 
There is continuing effort to encourage small home vegetable gardens, and 
cooperative business ventures. The latter have not been particularly 
successful, and so far have contributed only marginally to national pro- 
duct. Some import substitution has occurred, especially in food processing, 
but plant capacities are small and not adequate to process all of the 
available locally-produced agricultural goods. 


Inflation Hits Hard - - - The new Guyana Consumer Price Index, based on 
1970 market basket prices, shows an across-the-board 1973 inflation rate 
of 14% for consumer items and some intermediate goods. 





-5- 


Moreover, some of the highest price rises were recorded for locally pro- 
duced foodstuffs, inflation having its greatest impact on lower income 
groups, in a country with a high average propensity to consume. Many of 
these price increases are the inevitable result of import substitution. 
Another factor is the price control mechanism itself. While most imported 
goods are controlled, the opposite is true of domestic products, although 
the government attempts to manage a supply-price relationship for the latter 
through a state marketing agency. Most sales, however, still take place 

in the free market. Hence, import bans lead to stronger domestic demand/ 
Supply pressures and higher prices. 


Wages, up an average of 8% in 1973, did not keep pace with the inflation. 
Consequently, wage increase demands probably will remain strong throughout 
1974. Rental income has been more or less steady for the past five years, 
which in real terms represents a steady decline. This in part explains 
the low rate of housing starts in the private sector. 


Government Action - - - To combat the cost of living escalation the govern- 
ment has broadened its range of price controls, and by maintaining subsidies 
on a number of staples is attempting to relieve the consumers' burden. 
Government expenditures for this form of social overhead have perforce 
diverted funds which might otherwise have been available for capital 
development. In 1974 this could amount to more than $30 million. 


Inflation too, has affected significantly Guyana's development program 

directly, with some project cost escalations prohibitively high. This 

may slow down further the vital infrastructure programs, and force con- 
centrated effort on fewer more important sectors. 


In some areas of high priority, however, there are signs of progress. New 
school buildings, a cultural center, improved airport facilities, and other 
physical improvements attest to the nation's determination to build a stronger 
economy. The disappointing performance of the major productive sectors in 
1973 retarded but did not reverse the development effort. 


1973 Gross Domestic Product Declines - - - All the major contributors to 
domestic product - Bauxite/Alumina, Sugar and Rice - performed poorly in 
1973. Together they account for 85% of Guyana's exports by value. Sugar 
production was exceptionally low, while rice remained disappointing, some 
25% below the previous ten-year average. Bauxite/Alumina suffered a decline 
in production as well as sales. Severe weather conditions were largely 
responsible for the decline in these products. Drought in the early part 

of the year followed by heavy rains during the latter half caused crop 
losses and even affected bauxite mining activities. Although some product 
sectors showed modest gains in real terms (livestock, fishing, and forestry) 
their overall effect was negligible and real GDP decreased from $252 million 
(1972) to $244.5 million. 


Despite the 1973 set-backs in the major product areas, they remain the 
underpinnings of the economy, and development efforts will continue to 
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turn largely on the performance of these three products. Cognizant of the 
role it has to play in shaping Guyana's future, the government-owned 
Guyana Bauxite Company (GUYBAU) has undertaken an ambitious expansion 
program which will cost over $40 million during the next five years. The 
company intends to expand its calcining facilities to take advantage of 
the increasingly important refractory market. The government recently 
announced plans for a joint venture aluminum smelter in cooperation with 
Jamaica and Trinidad/Tobago. Such a scheme is not likely to materialize 
before 1980, however, since the required power facilities in Guyana have 
not yet been developed. Guyana is also party to a tripartite venture 
(with Trinidad and Jamaica) to build a smelter in Trinidad using that 
country's gas reserves for power generation and scheduled for start-up 
before 1980. Guyana and Jamaica would supply the alumina for processing. 
These ventures would signal a milestone in the region's economic integra- 
tion and add significantly to the viability of Caricom. 


Improved Prospects for 1974 - - - The 1974 Spring sugar crop turned out 
to be a record 163,000 long tons. Sales valued at $45 million, brought 
in much-needed foreign exchange, and indeed proved the main factor in 
meeting the country's import bill. Even higher prices for sugar could 
put Guyana in a trade surplus position this year. Bauxite/Alumina pro- 
duction also improved, and with stronger markets in 1974 should signifi- 
cantly ease the balance of payments deficit. 


An excellent spring rice crop of 43,000 long tons to a lesser extent 


will boost Guyana's exports. Fall crop estimates are extremely promising. 
Rising domestic demand for rice, however, partly as a result of bans on 
other food imports, could detract from export volume. 


DEVELOPMENT PLAN 


As a result of the 1973 downturn in the economy, rising costs, and the 
need to conserve foreign exchange, Guyana will probably curtail capital 
expenditures in 1974. Some parts of the development plan may be deferred 
unless more concessionary external capital becomes available. Neverthe- 
less, expansion programs are moving ahead in priority sectors such as 
agriculture and fishing, albeit at lower levels than anticipated. 


The Government is seeking new areas of agriculture to exploit. Corn 
production is expanding, and experimental plots of soybeans will be 

tested this year. Should soybean production succeed, it will provide 

an additional source of vegetable oi] as well as feedstock, both chroni- 
cally in short supply. Shrimp exports may increase this year as newly- 
purchased trawlers come into service, although the resource in this area 
may be reaching limits of judicious exploitation. The hydroelectric 

power scheme, which is designed to provide electric energy for an aluminum 
smelter, is still in the feasibility stage. Under United Nations auspices 
the World 8ank is carrying out a country-wide hydroelectricity survey, 
although it is likely that the government will choose a site for the 
facility in the Upper Mazaruni River region. 
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A major irrigation drainage project is scheduled to begin its construc- 
tion stage in 1974, financed by the World Bank. Other infrastructure 
expansion activities now in progress include rebuilding and extension 

of dikes and other sea defenses, road building, sewage and water 
improvement, and expansion of electric power facilities. Electrical 
power output increased by 24% over the period 1969 - 1973. Offshore 

011 exploration is currently underway and will probably continue through- 
out the year into 1975. 


Guyana receives economic assistance from several nations. Among the 
larger lenders and donors are the United States, United Kingdom, Canada, 
Federal Republic of Germany, and the Peoples Republic of China. 
Venezuela recently joined the group of aid sponsors with a $15 million 
soft loan to Guyana. External capital will finance the major portion 

of the Development Plan. 


IMPLICATIONS FOR THE UNITED STATES 


Investment - - - Guyana is committed to the development of a basically 
socialist economy, which tolerates some degree of private enterprise. 
Due to the small internal market, and more favorable locations elsewhere 
in the Caricom group, the opportunities for investment in manufacturing 
are limited. In the area of natural resOurce exploitation where there 
is more potential, all foreign investment must be on a joint venture 
basis with the government. At present the government insists upon 
majority equity and management control. This policy makes Guyana more 
attractive for turnkey investment rather than long-term capital risks. 


Foreign firms have expressed interest in timber and pulp operations in 
Guyana, and two possible joint venture investments in this field are in 
the negotiation stage now. If successfully completed they will re- 
present the largest inflow of external capital yet seen in Guyana. A 
shrimping and shrimp processing operation, a joint venture of govern- 
ment and private British and Japanese interests, was agreed upon this 
year. 


Capital flight occurred during 1973, (some $1] million) due probably to 
generally unfavorable business conditions, rather than any movement 
toward disinvestment. Nevertheless, at this writing, there has been no 
Significant new foreign investment in Guyana since the 1971 nationaliza- 
tion of the ALCAN bauxite mines and alumina plant. The government, 
moreover, has pledged to nationalize the remaining privately-owned 
bauxite company, Reynolds Guyana Mines, Ltd., by the end of 1974. 
Discussions between government and company officials have been going 

on intermittently since late 1973. With the exception of Reynolds, 

the book value of U.S. investment in Guyana is less than $10 million. 


TRADE TRENDS 


The U.S. Share of Guyana's import market at 24% is second only to that 
of the United Kingdom. Principle U.S. exports to Guyana include heavy 
machinery, chemicals, and wheat. The main U.S. imports from Guyana are 
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sugar, bauxite, and shrimp. The government of Guyana is determined, 
however, to divert trade from its traditional partners, (U.S., U.K., 
Canada, and Western Europe) to socialist bloc and non-aligned countries. 
Little movement in this direction occurred during 1973, although Guyana 
exported some $8 million worth of alumina to the Soviet Union, and by 
mid-1974 had shipped $9 million in sugar to the Peoples Republic of 
China. Imports from these non-traditional partners will undoubtedly 
increase as government efforts continue (state trading for private 
consumption, public sector equipment purchases, etc.). 


Guyana's trade with its Caricom partners, especially Jamaica, Trinidad/ 
Tobago, and Barbados, followed normal patterns in 1973. Guyana register- 
ed surpluses with Jamaica and Barbados due to rice exports and had a 

large deficit with Trinidad/Tobago resulting from petroleum imports. 

Total two-way trade between Guyana and all its Caricom partners was $60 
million, the increase in trade over the previous year (1972 - $43 million) 
primarily being due to higher prices for Trinidad's petroleum products. 


Although Guyana for the past three years has been a net importer within 
Caricom, its membership in the regional organization has paid off in 
other ways. For example, Trinidad this year provided a $21 million 
balance of payments loan to help meet the manifold increase in the cost 
of fuel imports. 


TRADE OPPORTUNITIES 


The best prospects for exports to Guyana are keyed to the country's 
Development Plan. Generally, this means there will be opportunities 

for sales of equipment for infrastructural projects such as road building, 
dredging, power transmission, and building construction. Good prospects 
over the next few years exist for equipment sales in the timber industry, 
as well as fishing and shrimping. Recent large U.S. sales of mining 
equipment to GUYBAU, indicate a preference for American products. Expan- 
sion plans in the bauxite industry call for pollution control devices, 
one specifically being an electrostatic precipitator. Exporters offering 
products used in small scale, labor intensive manufacturing, and energy- 
saving devices are likely to find ready markets in Guyana. Although 

many of Guyana's imports of capital goods are tied to foreign govern- 
ment lending which limits U.S. sales participation, the country is in- 
creasingly turning toward international financial institutions for 
assistance. This should increase sales potential for price competitive 
U.S. firms. 


The above information is of necessity quite brief, and by no means should 
be considered an exhaustive list of trade possibilities. Aggressive and 
imaginative firms can create their own trade opportunities. To this end 
the U.S. Department of Commerce and the Commercial Office of the American 
Embassy, Georgetown, Guyana stand ready to assist businessmen in finding 
new markets in Guyana. The Embassy's monthly Commercial Newsletter has 
proved to be an excellent vehicle for promotion of U.S. products. 
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